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this section. Unless specifically pro-
vided otherwise in the contract for
loan guarantee assistance required
under paragraph (b) of this section,
debt obligations shall not constitute
general obligations of any public entity
or State secured by its full faith and
credit.

(e) Taxable obligations. Interest
earned on debt obligations under this
subpart shall be subject to Federal tax-
ation as provided in section 108(j) of
the Act.

(f) Loan repayment period. The term of
debt obligations under this subpart
shall not exceed twenty years.

(g) Issuance, underwriting, servicing,
and other costs. Each public entity or
its designated public agency issuing
debt obligations under this subpart
must pay the issuance, underwriting,
servicing, trust administration and
other costs associated with the private
sector financing of the debt obliga-
tions. Such costs are payable out of the
guaranteed loan funds and shall be se-
cured under paragraph (b) of this sec-
tion.

(h) Contracting with respect to issuance
and sale of debt obligations; effect of
other laws. No State or local law, and
no Federal law, shall preclude or limit
HUD’s exercise of:

(1) The power to contract with re-
spect to public offerings and other
sales of debt obligations under this
subpart upon such terms and condi-
tions as HUD deems appropriate;

(2) The right to enforce any such con-
tract by any means deemed appropriate
by HUD;

(3) Any ownership rights of HUD, as
applicable, in debt obligations under
this subpart.

§ 570.706 Federal guarantee; subroga-
tion.

Section 108(f) of the Act provides for
the incontestability of guarantees by
HUD under subpart M of this part in
the hands of a holder of such guaran-
teed obligations. If HUD pays a claim
under a guarantee made under section
108 of the Act, HUD shall be fully sub-
rogated for all the rights of the holder
of the guaranteed debt obligation with
respect to such obligation.

[61 FR 11481, Mar. 20, 1996]

§ 570.707 Applicability of rules and
regulations.

(a) Entitlement public entities. The pro-
visions of subparts A, C, J, K and O of
this part applicable to entitlement
grants shall apply equally to guaran-
teed loan funds and other CDBG funds,
except to the extent they are specifi-
cally modified or augmented by the
provisions of this subpart.

(b) State-assisted public entities. The
provisions of subpart I of this part, and
the requirements the State imposes on
units of general local government re-
ceiving Community Development
Block Grants or program income to the
extent applicable, shall apply equally
to guaranteed loan funds and Commu-
nity Development Block Grants (in-
cluding program income derived there-
from) administered by the State under
the CDBG program, except to the ex-
tent they are specifically modified or
augmented by the provisions of this
subpart.

(c) Nonentitlement public entities eligi-
ble under subpart F of this part. The pro-
visions of subpart F of this part shall
apply equally to guaranteed loan funds
and other CDBG funds, except to the
extent they are specifically modified or
augmented by the provisions of this
subpart.

§ 570.708 Sanctions.
(a) Non-State assisted public entities.

The performance review procedures de-
scribed in subpart O of this part apply
to all public entities receiving guaran-
teed loan funds other than State-as-
sisted public entities. Performance de-
ficiencies in the use of guaranteed loan
funds made available to such public en-
tities (or program income derived
therefrom) or violations of the con-
tract entered into pursuant to
§ 570.705(b)(1) may result in the imposi-
tion of a sanction authorized pursuant
to § 570.900(b)(7) against pledged CDBG
grants. In addition, upon a finding by
HUD that the public entity has failed
to comply substantially with any pro-
vision of the Act with respect to either
the pledged grants or the guaranteed
loan funds or program income, HUD
may take action against the pledged
grants as provided in § 570.913 and/or
may take action as provided in the
contract for loan guarantee assistance.


